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Executive	  Summary	  
	   The	  Great	  Recession	  from	  2008-­‐2010	  adversely	  affected	  the	  non-­‐profit	  sector	  
as	  charitable	  donations	  were	  greatly	  reduced	  in	  the	  United	  States.	  While	  aggregate	  
measures	  are	  useful	  to	  look	  at	  the	  non-­‐profit	  sector	  as	  a	  whole,	  it	  does	  little	  to	  show	  
how	  each	  non-­‐profit	  individually	  handled	  its	  finances	  during	  the	  recession.	  To	  show	  
an	  individual	  non-­‐profit	  perspective,	  I	  examined	  data	  from	  the	  Ronald	  McDonald	  
House	  of	  Greater	  Cincinnati	  to	  determine	  whether	  or	  not	  it	  was	  financially	  viable	  
during	  the	  Great	  Recession.	  To	  answer	  this	  question,	  I	  used	  data	  from	  IRS	  990	  forms	  
to	  complete	  a	  series	  of	  financial	  ratios	  that	  evaluated	  different	  aspects	  of	  a	  non-­‐profit	  
organization’s	  budget:	  revenue	  sources,	  expenses	  sources	  and	  unrestricted	  assets.	  I	  
then	  compared	  the	  results	  from	  the	  Cincinnati	  House	  to	  four	  other	  Houses	  as	  a	  
benchmark.	  	  
	   My	  results	  show	  that	  the	  Ronald	  McDonald	  House	  of	  Greater	  Cincinnati	  was	  
financially	  viable	  during	  the	  recession.	  This	  is	  supported	  by	  the	  House’s	  general	  
diversification	  in	  revenue	  sources,	  pointing	  to	  stability	  in	  contribution	  types.	  The	  
House	  also	  provided	  the	  same	  level	  of	  its	  program	  services	  during	  the	  recession,	  
showing	  that	  its	  mission	  was	  most	  important	  even	  during	  the	  financial	  downturn.	  
Finally,	  and	  perhaps	  most	  importantly,	  liquidity	  ratios	  show	  that	  the	  Ronald	  
McDonald	  House	  was	  able	  to	  pay	  for	  its	  program	  services	  during	  the	  recession	  and	  
also	  pay	  off	  short-­‐term	  debts.	  This	  is	  especially	  important	  as	  the	  Cincinnati	  House	  
completed	  a	  30-­‐room	  capital	  expansion	  to	  its	  facility	  in	  2009.	  Increasing	  liquidity	  
rates	  during	  this	  time	  points	  to	  the	  fact	  that	  the	  House	  was	  successful	  in	  structuring	  
its	  budget	  so	  finances	  were	  stable	  even	  after	  the	  expansion.	  
	   	  
Introduction	  
The	  Great	  Recession	  in	  the	  United	  States	  greatly	  impacted	  all	  areas	  of	  the	  
economy	  (Congressional	  Budget	  Office,	  2013).	  Unemployment	  rates	  jumped	  from	  5	  
percent	  to	  10	  percent	  in	  2009,	  leaving	  15	  million	  people	  without	  jobs	  at	  the	  peak	  of	  
the	  recession.	  In	  the	  same	  way,	  the	  median	  income	  of	  American	  families	  was	  greatly	  
reduced	  (Federal	  Reserve	  Economic	  Data,	  2013).	  As	  a	  result,	  this	  impacted	  the	  
stability	  of	  revenue	  for	  non-­‐profit	  organizations.	  Just	  from	  2007	  to	  2009,	  the	  total	  
amount	  of	  charitable	  contributions	  in	  the	  United	  States	  fell	  from	  $326.6	  billion	  to	  
$284.9	  billion,	  a	  change	  of	  12.8	  percent	  (Reich	  &	  Wimer,	  2012).	  	  	  
The	  Great	  Recession	  came	  at	  a	  unique	  time	  for	  the	  non-­‐profit	  sector.	  Demand	  
for	  non-­‐profit	  services	  was	  at	  an	  all-­‐time	  high.	  Individual	  contributions	  were	  on	  the	  
rise,	  while	  the	  federal	  government	  decided	  to	  reduce	  the	  amount	  of	  money	  it	  would	  
give	  to	  charitable	  organizations.	  The	  budgetary	  landscape	  of	  the	  non-­‐profit	  sector	  
was	  already	  changing	  before	  the	  economic	  downturn.	  When	  the	  Great	  Recession	  
began,	  non-­‐profits	  faced	  a	  greater	  challenge	  in	  fundraising.	  How	  did	  these	  budgetary	  
changes	  impact	  the	  way	  that	  the	  non-­‐profit	  sector	  structured	  its	  budgets?	  
Problem	  Statement	  
Although	  understanding	  how	  the	  recession	  impacted	  the	  entire	  United	  States	  
non-­‐profit	  sector	  is	  important,	  it	  does	  not	  show	  how	  individual	  non-­‐profits	  faced	  
financial	  challenges.	  Each	  non-­‐profit	  organization	  is	  unique.	  They	  have	  different	  
sources	  of	  revenue,	  fundraising	  capabilities	  and	  donor	  pools	  that	  are	  important	  
factors	  in	  determining	  budget	  structure	  and	  implementation.	  In	  the	  same	  way,	  the	  
recession	  affected	  each	  non-­‐profit	  uniquely.	  	  Non-­‐profits	  implemented	  different	  
budgetary	  strategies	  during	  the	  recession	  to	  combat	  decreases	  in	  revenue.	  These	  
strategies	  varied	  in	  financial	  risk;	  some	  provided	  only	  short-­‐term	  answers,	  while	  
others	  attempted	  to	  protect	  from	  financial	  risks	  in	  the	  future.	  Now	  that	  the	  recession	  
is	  over,	  charitable	  giving	  in	  the	  United	  States	  has	  been	  on	  the	  rise,	  but	  a	  micro-­‐level	  
analysis	  of	  non-­‐profit	  organizations’	  experience	  during	  the	  recession	  is	  needed	  as	  
well.	  	  
For	  my	  research,	  I	  looked	  at	  one	  specific	  non-­‐profit	  organization	  to	  provide	  
the	  needed	  micro-­‐level	  analysis:	  the	  Ronald	  McDonald	  House	  in	  Greater	  Cincinnati.	  
The	  Ronald	  McDonald	  House	  is	  a	  human	  services	  organization	  that	  provides	  a	  “home	  
away	  from	  home”	  for	  children	  and	  their	  families	  while	  the	  children	  are	  being	  treated	  
for	  serious	  medical	  conditions	  at	  Cincinnati	  Children’s	  Hospital	  (Ronald	  McDonald	  
House	  Charities	  of	  Greater	  Cincinnati,	  2013).	  The	  Cincinnati	  House	  is	  one	  of	  the	  
largest	  in	  the	  world	  with	  78	  rooms	  and	  operates	  at	  nearly	  $4	  million	  per	  year	  annual	  
budget	  (Ronald	  McDonald	  House	  Charities	  of	  Greater	  Cincinnati).	  Through	  a	  series	  of	  
financial	  ratios,	  I	  will	  answer	  my	  research	  question:	  “Was	  the	  Ronald	  McDonald	  
House	  in	  Cincinnati	  financially	  viable	  during	  the	  Great	  Recession?”	  	  
Literature	  Review	  
The	  Great	  Recession	  and	  the	  Non-­‐Profit	  Sector	  –	  Was	  it	  Different?	  
From	  aggregate	  data	  collected	  in	  the	  United	  States,	  it	  is	  evident	  that	  the	  non-­‐
profit	  sector	  as	  a	  whole	  faced	  a	  general	  decrease	  in	  revenues	  during	  the	  Great	  
Recession.	  Evaluating	  national	  changes	  in	  charitable	  contributions	  is	  currently	  one	  of	  
the	  only	  direct	  ways	  to	  examine	  how	  the	  non-­‐profit	  sector	  was	  impacted	  by	  the	  
recession.	  It	  is	  still	  too	  early	  for	  definitive	  conclusions	  to	  be	  reached,	  because	  the	  
recession	  was	  so	  recent.	  This	  has	  led	  to	  some	  discrepancies	  in	  current	  literature	  
about	  the	  topic.	  	  
Researchers	  have	  drawn	  on	  historical	  data	  about	  past	  United	  States	  recessions	  
to	  make	  assumptions	  about	  the	  most	  recent	  economic	  downturn	  (Bridgeland,	  
McNaught,	  Reed,	  &	  Dunkelman,	  2009).	  By	  looking	  historically,	  some	  researchers	  have	  
found	  that	  individual	  charitable	  giving	  trends	  in	  the	  United	  States	  are	  not	  in	  line	  with	  
economic	  trends.	  Non-­‐profit	  donors	  react	  more	  moderately	  to	  the	  changes	  in	  the	  
economy	  and	  are	  more	  likely	  to	  give	  (Morreale,	  2011).	  This	  past	  behavior	  may	  not	  
hold	  true	  due	  to	  the	  perceived	  uniqueness	  of	  the	  Great	  Recession.	  This	  recession	  has	  
been	  much	  more	  severe	  than	  ones	  in	  the	  past,	  which	  can	  create	  more	  hesitancy	  on	  
behalf	  of	  donors	  to	  give	  (Morreale,	  2011).	  	  
It	  cannot	  be	  definitively	  ascertained	  whether	  or	  not	  the	  non-­‐profit	  sector	  fared	  
better	  or	  worse	  during	  the	  Great	  Recession	  than	  in	  other	  economic	  downturns.	  
According	  to	  some	  sources,	  non-­‐profits	  were	  better	  prepared	  during	  the	  Great	  
Recession	  (Boris,	  de	  Leon,	  Roeger,	  &	  Nikolova,	  2010).	  Since	  the	  last	  recession	  in	  2001,	  
it	  has	  been	  argued	  that	  non-­‐profit	  managers	  have	  become	  more	  informed	  about	  how	  
to	  structure	  their	  budgets	  to	  achieve	  long-­‐term	  stability	  (Chikoto	  &	  Neely,	  2014).	  	  
Through	  an	  emphasis	  on	  revenue	  diversification,	  short-­‐term	  liquidity	  and	  improved	  
fundraising	  and	  marketing	  measures,	  many	  non-­‐profits	  were	  prepared	  for	  the	  
recession	  (Boris,	  de	  Leon,	  Roeger,	  &	  Nikolova,	  2010).	  Researchers	  at	  The	  Center	  on	  
Philanthropy	  at	  Indiana	  University	  conducted	  research	  on	  non-­‐profit	  organizations	  
during	  the	  Great	  Recession.	  According	  to	  their	  2014	  study,	  the	  non-­‐profit	  sector	  faced	  
a	  more	  moderate	  change	  in	  revenue	  during	  the	  recession	  when	  compared	  to	  the	  rest	  
of	  the	  economy,	  and	  was	  more	  resilient.	  However,	  researchers	  from	  IUPUI	  do	  not	  
explain	  why	  this	  was	  so.	  (IUPUI	  -­‐	  Lilly	  Family	  School	  of	  Philanthropy,	  2014)	  	   	  
The	  Great	  Recession	  –	  Human	  Services	  Non-­‐Profit	  Organizations	  
	   In	  the	  United	  States,	  the	  non-­‐profit	  sector	  lost	  a	  great	  deal	  of	  revenue.	  
However,	  the	  amount	  of	  funding	  each	  type	  of	  non-­‐profit	  organization	  received	  during	  
the	  recession	  was	  different.	  This	  was	  based	  on	  donor	  perceptions	  of	  which	  
organizations	  were	  high-­‐priority.	  During	  the	  recession,	  research	  shows	  that	  some	  
non-­‐profit	  donors	  temporarily	  switched	  the	  organizations	  that	  they	  supported	  (Lee	  
2013).	  	  Arts	  	  &	  Humanities	  organizations	  were	  viewed	  as	  low-­‐priority,	  and	  donors	  
instead	  diverted	  some	  of	  their	  donations	  to	  human	  service	  and	  international	  affairs	  
organizations	  because	  they	  were	  viewed	  as	  having	  a	  more	  urgent	  need.	  In	  the	  United	  
States,	  donations	  were	  given	  to	  direct-­‐care	  non-­‐profits.	  Most	  of	  the	  international	  
organizations	  receiving	  money	  were	  ones	  that	  assisted	  with	  relief	  efforts	  following	  
the	  2010	  Haitian	  earthquake	  (Giving	  USA	  2010).	  	  Figure	  A	  illustrates	  the	  changes	  in	  
Human	  Services	  donations	  and	  Arts	  &	  Humanities	  donations	  in	  the	  United	  States	  
during	  and	  after	  the	  Great	  Recession.	  (Giving	  USA	  2010).	  Human	  Services	  
organizations	  saw	  a	  great	  increase	  in	  donations	  after	  the	  recession.	  Donations	  for	  
Arts	  &	  Humanities	  organizations	  show	  a	  similar	  trend	  when	  compared	  to	  Human	  
Service	  organizations,	  but	  increases	  in	  giving	  were	  at	  a	  more	  moderate	  rate.	  From	  
this	  graph,	  a	  correlation	  between	  charitable	  donations	  in	  the	  Arts	  &	  Humanities	  and	  
Human	  Services	  organizations	  cannot	  be	  determined.	  
Financial	  Vulnerability-­‐	  	  Non-­‐Profit	  Organizations	  
Non-­‐profit	  organizations	  are	  facing	  increased	  pressure	  from	  donors	  to	  be	  more	  
transparent.	  Donors	  want	  proof	  that	  their	  charitable	  contributions	  are	  being	  spent	  in	  
a	  way	  that	  reflects	  good	  management,	  financial	  discipline	  and	  cost	  effectiveness	  
(Hodge	  and	  Piccolo,	  2005).	  Non-­‐profit	  managers	  would	  also	  like	  tangible	  proof	  to	  
show	  donors,	  sponsors	  and	  volunteers	  that	  they	  are	  adequately	  balancing	  mission-­‐
driven	  goals	  while	  avoiding	  financial	  vulnerability.	  	  	  
What	  is	  financial	  vulnerability,	  and	  how	  can	  it	  be	  measured?	  There	  are	  many	  
different	  definitions	  that	  researchers	  have	  used.	  	  Some	  say	  that	  vulnerability	  comes	  
when	  an	  organization	  has	  to	  make	  drastic	  cuts	  in	  its	  programs	  to	  avoid	  financial	  
difficulty;	  others	  point	  to	  a	  change	  in	  fund	  balances.	  Many	  look	  at	  a	  non-­‐profit’s	  
overall	  revenue	  and	  expenditures	  during	  an	  economic	  recession	  to	  evaluate	  
vulnerability.	  (Denison	  &	  Beard,	  2003).	  To	  show	  how	  effectively	  non-­‐profit	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Figure	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organizations	  budget	  their	  finances,	  financial	  ratio	  analyses	  have	  used	  to	  evaluate	  
budgetary	  structure.	  The	  purpose	  of	  a	  financial	  ratio	  analysis	  is	  for	  a	  non-­‐profit	  to	  
“identify	  organizational	  strengths	  and	  weaknesses	  by	  detecting	  financial	  anomalies	  and	  
focusing	  on	  issues	  of	  organizational	  importance.”	  (Abraham,	  2006).	  	  The	  ratios	  look	  at	  
historical	  financial	  information,	  which	  can	  show	  patterns	  in	  spending	  and	  identify	  
relationships	  over	  a	  period	  of	  years.	  Through	  this	  analysis,	  a	  non-­‐profit	  organization	  
can	  see	  primary	  sources	  of	  revenue	  and	  expenditures,	  and	  evaluate	  future	  
sustainability	  (Chabotar,	  1989).	  Ratios	  are	  also	  useful	  for	  comparing	  different	  
organizations.	  Financial	  ratio	  analysis	  creates	  uniform	  measures	  for	  evaluation.	  This	  
allows	  non-­‐profits	  to	  compare	  their	  financial	  condition	  with	  similar	  organizations.	  
(Tuckman	  and	  Chang,	  1991).	  	  
Financial	  ratio	  analyses	  can	  be	  especially	  beneficial	  when	  looking	  back	  on	  the	  
Great	  Recession.	  	  Many	  non-­‐profit	  organizations	  were	  forced	  to	  “tighten	  the	  belt”	  to	  
compensate	  for	  a	  reduction	  in	  revenues.	  	  This	  included	  cutting	  administration	  costs,	  
implementing	  salary	  freezes,	  or	  increasing	  fundraising	  efforts	  (Salamon,	  et	  al	  2009).	  
To	  evaluate	  the	  impact	  that	  the	  Great	  Recession	  had	  on	  non-­‐profit	  financing	  and	  also	  
show	  how	  adequately	  managers	  prepared	  for	  economic	  issues,	  specific	  financial	  
ratios	  can	  be	  completed.	  In	  2002,	  Trussel,	  Greenlee	  and	  Brady	  identified	  five	  ratios	  
that	  can	  point	  to	  financial	  vulnerability	  in	  a	  non-­‐profit	  organization	  (Hodge	  and	  
Piccolo,	  2005).	  	  These	  ratios,	  focusing	  on	  debt,	  revenue	  diversification	  (or	  lack	  
thereof),	  surplus	  costs,	  administrative	  versus	  program	  costs	  and	  organization	  size	  
can	  show	  whether	  or	  not	  a	  non-­‐profit	  is	  successfully	  managing	  its	  finances.	  	  
Financial	  ratios	  have	  historically	  been	  used	  successfully	  in	  the	  business	  sector.	  
However,	  applying	  financial	  ratio	  analysis	  to	  non-­‐profit	  organizations	  is	  different.	  
(Ritchie	  and	  Kolodinsky,	  2003).	  As	  a	  result,	  non-­‐profit	  researchers	  who	  have	  studied	  
financial	  ratio	  analysis	  cannot	  agree	  on	  a	  uniform	  set	  of	  standards	  to	  evaluate	  
financial	  performance	  measures.	  They	  also	  cannot	  determine	  which	  ratios	  will	  best	  
define	  an	  organization’s	  financial	  standing,	  since	  budget	  structures	  vary	  for	  each	  NPO	  
(Ritchie	  &	  Kolodinsky,	  2003).	  	  It	  has	  also	  been	  argued	  that	  financial	  ratio	  analysis	  is	  a	  
fragmented	  approach	  for	  evaluating	  a	  non-­‐profit	  organization,	  and	  is	  only	  successful	  
when	  looking	  at	  historical	  spending	  trends.	  (Abraham,	  2006).	  Ratio	  analysis	  also	  does	  
not	  account	  for	  other	  internal	  factors	  like	  organization	  management	  style.	  	  	  (Tuckman	  
&	  Chang,	  1991).	  Non-­‐profit	  organizations	  are	  primarily	  mission-­‐driven.	  The	  non-­‐
profit	  sector	  as	  a	  whole	  is	  not	  primarily	  concerned	  with	  increasing	  revenues,	  but	  with	  
sharing	  the	  mission	  statement	  with	  the	  community.	  These	  motivations	  also	  cannot	  be	  
measured	  with	  a	  financial	  ratio	  analysis	  (Ware,	  2015).	  	  
Comparison	  Groups	  for	  Financial	  Analysis	  
I	  use	  data	  from	  IRS	  990	  forms	  to	  conduct	  a	  financial	  ratio	  analysis	  of	  the	  Ronald	  
McDonald	  House	  from	  three	  perspectives:	  revenues,	  expenditures	  and	  solvency.	  The	  
next	  section	  reviews	  the	  literature	  in	  these	  three	  areas.	  	  
Non-­‐Profit	  Performance	  Measures-­‐	  Revenues	  
There	  are	  many	  different	  ways	  that	  a	  non-­‐profit	  organization	  can	  evaluate	  its	  
revenue	  sources.	  One	  popular	  method	  used	  to	  show	  non-­‐profit	  financial	  stability	  is	  
revenue	  diversification	  (Carroll	  &	  Stater,	  2008).	  Non-­‐profits	  will	  face	  less	  volatility	  
when	  they	  rely	  on	  many	  different	  sources	  for	  their	  revenue	  (Mayer,	  Wang,	  Egginton,	  
&	  Flint,	  2014).	  This	  creates	  more	  stability,	  with	  revenue	  sources	  being	  balanced.	  For	  
the	  purposes	  of	  my	  analysis,	  I	  will	  be	  looking	  at	  revenues	  obtained	  from	  individuals	  
and	  grants,	  fundraising	  and	  program	  services.	  	  
Many	  non-­‐profit	  organizations	  rely	  on	  individual	  donations	  for	  revenue.	  In	  
2012,	  nearly	  80	  percent	  of	  all	  charitable	  contributions	  were	  given	  in	  the	  form	  of	  
individual	  gifts	  in	  the	  US	  (Reich	  &	  Weimer,	  Charitable	  Giving	  and	  the	  Great	  Recession,	  
2012).	  As	  a	  result,	  fundraising,	  specifically	  through	  special	  events,	  has	  become	  a	  
central	  focus	  of	  many	  non-­‐profit	  organizations.	  Individual	  giving	  and	  fundraising	  are	  
linked.	  Fundraising	  requires	  that	  non-­‐profit	  staff	  create	  foundational	  relationships	  
with	  its	  donors	  on	  an	  individual	  basis.	  Relationship	  building	  in	  a	  non-­‐profit	  is	  
important	  so	  donors	  can	  establish	  a	  sustained	  commitment	  to	  the	  organization	  and	  
its	  mission.	  Successful	  fundraising	  through	  special	  events	  is	  important	  because	  
donors	  pay	  to	  attend	  special	  events.	  Donors	  can	  also	  bring	  friends	  or	  colleagues	  in	  
their	  personal	  networks	  to	  fundraisers,	  which	  is	  a	  way	  that	  non-­‐profits	  can	  raise	  
awareness	  and	  share	  their	  mission	  with	  others.	  	  
Not	  all	  non-­‐profit	  organizations	  can	  rely	  on	  fees	  for	  program	  services	  as	  a	  way	  
to	  earn	  stable	  revenue	  (Froelich,	  1999).	  For	  organizations	  like	  the	  Ronald	  McDonald	  
House	  that	  provide	  services	  to	  constituents	  who	  are	  facing	  financial	  difficulties,	  
program	  fees	  are	  not	  seen	  as	  a	  crucial	  source	  of	  revenue.	  	  Instead,	  a	  greater	  emphasis	  
is	  placed	  on	  individual	  contributions	  and	  special	  events	  fundraising	  to	  generate	  the	  
most	  revenue.	  	  
Non-­‐Profit	  Performance	  Measures:	  Expenditures	  
	   The	  second	  way	  I	  will	  be	  using	  financial	  ratio	  analyses	  is	  through	  an	  evaluation	  
of	  expenditure	  percentages.	  	  For	  my	  analysis,	  I	  will	  be	  looking	  at	  how	  the	  Ronald	  
McDonald	  House	  structures	  its	  spending	  on	  programs,	  special	  events	  fundraising	  and	  
administrative/overhead	  costs.	  Understanding	  how	  these	  expenditures	  are	  
distributed	  can	  show	  patterns	  in	  non-­‐profit	  spending.	  There	  is	  also	  more	  controversy	  
between	  non-­‐profit	  organizations	  and	  its	  donors	  when	  it	  comes	  to	  expenditures.	  	  
Many	  non-­‐profit	  organizations	  spend	  a	  great	  deal	  of	  money	  on	  administrative	  
staff	  expenses.	  Non-­‐profit	  donors	  as	  a	  whole	  do	  not	  necessarily	  agree	  with	  this	  
practice.	  When	  giving	  to	  a	  non-­‐profit,	  donors	  want	  their	  funds	  to	  go	  directly	  to	  
program	  services,	  because	  it	  is	  contributing	  directly	  to	  the	  mission	  (Bedsworth,	  
Goggins	  Gregory,	  &	  Howard,	  2008).	  As	  a	  result,	  some	  donors	  will	  give	  to	  non-­‐profit	  
organizations	  with	  the	  smallest	  overhead	  costs.	  Non-­‐profit	  advising	  company	  
McKinsey	  &	  Company	  argues	  that	  this	  donor	  perception	  of	  non-­‐profit	  financing	  is	  
incorrect.	  Instead	  of	  restricting	  donations	  to	  just	  program	  services,	  they	  argue	  that	  
unrestricted	  donations	  used	  for	  staff	  development,	  technology	  improvements	  or	  
training	  programs	  can	  better	  prepare	  a	  non-­‐profit	  to	  be	  successful	  for	  the	  future	  
(Lowell,	  Silverman,	  &	  Taliento,	  2001).	  	  Looking	  at	  ratios	  evaluating	  how	  non-­‐profits	  
balance	  their	  program	  expenditures	  with	  administrative	  expenditures	  can	  show	  how	  
an	  organization	  reacts	  to	  donor	  standards	  on	  spending.	  
A	  third	  expenditure	  ratio	  I	  will	  be	  examining	  is	  fundraising	  expenses.	  Many	  
non-­‐profits	  center	  their	  marketing	  strategies	  on	  increasing	  awareness	  through	  
special	  events,	  because	  this	  actively	  engages	  current	  donors	  and	  brings	  in	  prospective	  
donors	  (Froelich	  1999).	  Although	  there	  are	  many	  positive	  attributes	  of	  fundraising,	  it	  
does	  have	  its	  pitfalls.	  There	  are	  certain	  risks	  that	  can	  come	  with	  over-­‐fundraising,	  or	  
putting	  too	  much	  emphasis	  on	  marketing	  for	  contributions.	  One	  major	  issue	  that	  
arises	  is	  mismanagement	  of	  volunteer	  and	  staff	  time.	  Special	  event	  planning	  can	  take	  
months	  of	  preparation	  by	  staff	  and	  volunteers.	  Often,	  the	  net	  revenues	  from	  these	  
events	  are	  negative	  and	  non-­‐profits	  often	  lose	  money	  from	  special	  events	  (Guinn	  
2015).	  In	  addition,	  the	  time	  spent	  by	  staff	  and	  volunteers	  in	  planning	  special	  events	  is	  
not	  included	  in	  this	  net	  revenue	  loss.	  This	  ratio	  will	  show	  if	  the	  amount	  of	  financial	  
resources	  spent	  on	  special	  events	  fundraising	  leads	  to	  net	  revenue	  increases.	  
Non-­‐Profit	  Performance	  Measures:	  Solvency	  
	  Non-­‐profit	  organizations	  measure	  success	  on	  two	  fronts:	  in	  outcomes	  related	  
to	  the	  mission	  and	  financial	  success	  to	  meet	  mission-­‐related	  goals	  (Worth,	  2014).	  The	  
first	  two	  categories	  of	  financial	  ratios	  that	  I	  described	  deal	  with	  specific	  types	  of	  
revenues	  and	  expenditures.	  This	  is	  more	  of	  a	  microanalysis.	  The	  third	  category	  of	  
financial	  ratios	  I	  conduct	  deal	  with	  the	  non-­‐profit	  organization’s	  overall	  budget.	  
Aggregate	  measures	  can	  be	  used	  to	  determine	  whether	  or	  not	  a	  non-­‐profit	  is	  
structuring	  its	  budget	  to	  be	  sustainable	  over	  a	  certain	  period	  of	  time	  (Blackman	  &	  
Sloop,	  Certified	  Public	  Accountants,	  2011).	  Non-­‐profit	  organizations	  should	  be	  
profitable	  so	  they	  can	  reach	  mission-­‐related	  goals	  while	  also	  remaining	  financially	  
sustainable.	  The	  ratios	  that	  I	  use	  to	  examine	  profitability	  for	  the	  future	  will	  show	  
changes	  in	  profit	  margin,	  current	  liquidity,	  and	  unrestricted	  net	  assets.	  	  
The	  profit	  margin	  ratio	  evaluates	  the	  percent	  of	  revenue	  from	  one	  year	  that	  is	  
from	  operating	  surplus,	  or	  the	  percentage	  of	  revenue	  that	  is	  remaining	  after	  annual	  
expenses.	  This	  ratio	  can	  show	  if	  a	  non-­‐profit	  is	  able	  to	  maintain	  a	  stable	  amount	  of	  
revenue	  in	  correlation	  with	  its	  expenses	  over	  time.	  It	  shows	  whether	  or	  not	  a	  non-­‐
profit	  is	  sustainable	  in	  balancing	  revenues	  and	  expenses	  (Keating,	  Frumkin,	  Caton,	  &	  
Colman,	  2001).	  The	  second	  ratio	  I	  examined	  was	  liquidity.	  This	  ratio	  evaluates	  how	  
much	  cash	  an	  organization	  has	  on	  hand	  in	  one	  year	  to	  pay	  off	  existing	  debts.	  
Evaluating	  liquidity	  is	  a	  short-­‐term	  viability	  measure,	  and	  can	  show	  whether	  or	  not	  a	  
non-­‐profit	  can	  handle	  its	  debts	  when	  there	  is	  a	  major	  change	  in	  its	  budgetary	  
structure.	  This	  ratio	  will	  be	  especially	  beneficial	  when	  looking	  at	  how	  the	  Great	  
Recession	  impacted	  a	  non-­‐profit’s	  budget.	  Stability	  in	  liquidity	  can	  point	  to	  a	  stronger	  
organizational	  budget	  (Keating,	  Frumkin,	  Caton,	  &	  Colman,	  2001).	  
The	  final	  ratio	  I	  analyzed	  was	  unrestricted	  net	  assets.	  	  This	  ratio	  evaluates	  all	  
of	  the	  funds	  that	  have	  no	  restrictions,	  meaning	  that	  donors	  do	  not	  have	  control	  of	  
how	  these	  funds	  are	  spent.	  Accumulating	  unrestricted	  net	  assets	  in	  a	  non-­‐profit	  
budget	  reflects	  a	  way	  that	  non-­‐profit	  managers	  protect	  against	  external	  financial	  
shock.	  Looking	  at	  trends	  in	  the	  amount	  of	  unrestricted	  net	  assets	  that	  a	  non-­‐profit	  has	  
accumulated	  can	  show	  how	  individual	  non-­‐profits	  prepare	  for	  potential	  changes	  in	  
their	  budgets	  (Keating,	  Frumkin,	  Caton,	  &	  Colman,	  2001).	  The	  solvency	  ratios	  I	  chose	  
will	  be	  useful	  when	  examining	  data	  from	  the	  Great	  Recession	  and	  recovery.	  
Budgetary	  changes	  in	  relation	  to	  the	  recession	  will	  show	  how	  an	  organization	  
responded	  to	  a	  change	  in	  the	  economy,	  and	  whether	  they	  were	  adequately	  prepared	  
financially	  to	  handle	  these	  changes.	  
Better	  Business	  Bureau	  –	  Standards	  for	  Charity	  Accountability	  
	   The	  Better	  Business	  Bureau	  (BBB)	  publishes	  a	  guide	  on	  its	  website	  to	  help	  
non-­‐profit	  donors	  identify	  financially	  stable	  non-­‐profit	  organizations.	  The	  standards	  
“assist	  donors	  in	  making	  sound	  giving	  decisions	  to	  foster	  public	  confidence	  in	  charitable	  
organizations…	  They	  encourage	  fair	  and	  honest	  solicitation	  practices,	  to	  promote	  
ethical	  conduct…and	  to	  advance	  support	  of	  philanthropy.”	  	  (Better	  Business	  Bureau,	  
2003)	  .	  Standards	  evaluated	  include	  non-­‐profit	  leadership,	  finances,	  and	  fundraising.	  
These	  basic	  benchmarks	  are	  meant	  to	  encourage	  donors	  to	  give	  to	  financially	  viable	  
organizations.	  The	  Better	  Business	  Bureau	  outlines	  six	  different	  standards	  for	  non-­‐
profit	  financial	  accountability.	  The	  standards	  that	  are	  aligned	  with	  the	  purpose	  of	  my	  
financial	  ratio	  analysis	  are	  below.	  I	  will	  be	  evaluating	  the	  Ronald	  McDonald	  House	  in	  
Cincinnati	  against	  these	  standards.	  
• Total	  Program	  Service	  Expenses	  should	  be	  at	  least	  65%	  
• Total	  Fundraising	  Expenses	  should	  be	  no	  more	  than	  35%	  
Research	  Design	  
	   I	  conducted	  a	  financial	  ratio	  analysis	  to	  evaluate	  the	  financial	  viability	  of	  the	  
Ronald	  McDonald	  House	  in	  Cincinnati	  (RMHC).	  The	  purpose	  of	  this	  analysis	  was	  to	  
see	  the	  extent	  that	  RMHC	  was	  able	  to	  handle	  financial	  difficulties	  during	  the	  Great	  
Recession.	  	  The	  Great	  Recession	  affected	  each	  metropolitan	  area	  differently.	  To	  get	  a	  
fuller	  understanding,	  I	  also	  used	  data	  for	  the	  Metropolitan	  Cincinnati	  area	  (including	  
counties	  in	  Ohio,	  Indiana	  and	  Kentucky),	  to	  provide	  a	  baseline	  for	  the	  greater	  
economic	  picture	  that	  RMHC	  operated	  under	  during	  the	  recession.	  Data	  showing	  
unemployment	  rates,	  median	  income	  changes	  and	  overall	  economic	  demographics	  
provide	  background.	  This	  can	  contribute	  to	  a	  deeper	  understanding	  of	  how	  the	  
Cincinnati	  Ronald	  McDonald	  House	  was	  financially	  impacted	  during	  the	  recession.	  
After	  evaluating	  Cincinnati’s	  economic	  demographics,	  I	  conducted	  a	  series	  of	  financial	  
ratio	  analyses	  using	  data	  from	  the	  Ronald	  McDonald	  House’s	  annual	  IRS	  990	  tax	  form.	  
In	  order	  to	  have	  501(c)	  3	  tax-­‐exempt	  status,	  each	  non-­‐profit	  organization	  should	  fill	  
out	  an	  audited-­‐990	  form	  and	  submit	  it	  to	  the	  IRS	  for	  review.	  I	  used	  990	  data	  from	  the	  
Cincinnati	  Ronald	  McDonald	  House	  from	  2004-­‐2013	  (the	  most	  recent	  year	  
published),	  to	  complete	  my	  ratio	  analysis.	  	  
	   Once	  I	  completed	  this	  financial	  analysis	  for	  the	  Ronald	  McDonald	  House	  in	  
Cincinnati,	  I	  conducted	  a	  similar	  comparison	  analysis	  with	  four	  other	  Ronald	  
McDonald	  Houses.	  I	  chose	  the	  Houses	  in	  Columbus,	  Ohio,	  (RMH	  Central	  Ohio)	  
Cleveland,	  Ohio,	  Indianapolis,	  Indiana	  and	  Louisville,	  Kentucky	  (RMH	  Kentuckiana).	  
When	  making	  this	  comparison,	  I	  decided	  to	  use	  data	  from	  Ronald	  McDonald	  Houses	  
that	  were	  similar	  in	  terms	  of	  geography	  and	  metropolitan	  demographics,	  so	  it	  would	  
be	  more	  comparable	  to	  Metropolitan	  Cincinnati.	  	  I	  also	  looked	  at	  Ronald	  McDonald	  
Houses	  that	  were	  similar	  in	  size.	  Each	  of	  the	  four	  comparison	  Houses	  has	  at	  least	  35	  
rooms	  and	  at	  least	  one	  million	  dollars	  in	  revenue	  as	  of	  2013.	  	  
There	  are	  two	  different	  types	  of	  financial	  risk	  for	  an	  organization:	  systemic	  
risk,	  which	  includes	  factors	  that	  affect	  an	  entire	  market,	  and	  non-­‐systematic	  risks,	  
which	  impact	  one	  organization’s	  financial	  standing,	  (Nguyen,	  n/a).	  	  Please	  note	  that	  
the	  financial	  ratio	  analysis	  I	  am	  completing	  is	  focused	  on	  non-­‐systematic	  financial	  
risk,	  examining	  the	  Ronald	  McDonald	  House	  in	  Cincinnati.	  My	  evaluation	  of	  the	  four	  
similar	  Houses	  serves	  as	  a	  benchmark	  for	  comparison	  with	  the	  House	  in	  Cincinnati.	  It	  
is	  also	  important	  to	  note	  that	  between	  2007	  and	  2008,	  the	  IRS	  re-­‐evaluated	  the	  
structure	  of	  the	  990.	  In	  particular,	  administrative	  costs	  and	  special	  event	  reporting	  
changed.	  To	  have	  consistency	  in	  my	  reporting,	  when	  comparing	  other	  Houses	  to	  
Cincinnati,	  I	  will	  be	  looking	  at	  990	  data	  beginning	  in	  2008.	  This	  will	  also	  be	  more	  
centrally	  focused	  on	  my	  research	  question.	  Ratios	  that	  I	  used	  for	  my	  analysis	  are	  
below.	  	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
Background	  –	  Metropolitan	  Cincinnati	  Area	  
	   The	  Ronald	  McDonald	  House	  is	  located	  in	  downtown	  Cincinnati.	  In	  order	  to	  
have	  a	  better	  economic	  picture	  of	  how	  the	  recession	  affected	  the	  Ronald	  McDonald	  
House	  in	  Cincinnati,	  I	  have	  included	  some	  basic	  demographic	  statistics	  about	  the	  area.	  
The	  Metropolitan	  Cincinnati	  area	  includes	  counties	  in	  Southwestern	  Ohio,	  Northern	  
Kentucky	  and	  Southeastern	  Indiana	  (City	  of	  Cincinnati,	  2014).	  The	  entire	  
Metropolitan	  area	  has	  over	  2.2	  million	  people,	  and	  a	  plurality	  of	  its	  residents,	  (28%)	  
are	  25-­‐44	  years	  old	  (City	  of	  Cincinnati,	  2014).	  	  
	   The	  Great	  Recession	  hit	  each	  metropolitan	  area	  differently	  in	  the	  United	  
States.	  The	  Cincinnati	  Metropolitan	  area	  has	  a	  very	  diverse	  economy.	  (Coolidge,	  
2015).	  Having	  a	  diversified	  economy	  is	  beneficial	  during	  an	  economic	  downturn	  like	  
the	  Great	  Recession,	  because	  there	  was	  no	  total	  economic	  “bust”	  (Hill,	  Wial,	  &	  
Wolman,	  2008).	  Regional	  boom-­‐bust	  economies	  are	  most	  adversely	  affected	  during	  
economic	  downturns	  and	  rebound	  quickest	  after	  (Coolidge,	  2015).	  With	  its	  
diversified	  economy,	  the	  Cincinnati	  area	  is	  recovering	  slowly	  after	  the	  Great	  
Recession.	  The	  number	  of	  jobs	  is	  still	  less	  than	  the	  pre-­‐recession	  2007	  levels,	  and	  the	  
overall	  economy	  shrank	  in	  2014	  (Coolidge,	  2015).	  According	  to	  a	  JPMorgan	  Chase	  and	  
Brookings	  Institute	  study	  on	  metropolitan	  areas	  in	  the	  United	  States,	  Cincinnati	  has	  
been	  identified	  as	  a	  “partially	  recovered”	  economy	  (Coolidge,	  2015).	  Figure	  B	  shows	  
the	  Cincinnati	  Metropolitan	  Area	  unemployment	  rates	  from	  the	  last	  10	  years,	  (2005-­‐
2014).	  Unemployment	  rates	  were	  similar	  in	  Cincinnati	  and	  the	  United	  States	  (Bureau	  
of	  Labor	  and	  Statistics,	  2015).	  	  
	  
	  
	  
	  
	  
	  
	  
A	  second	  way	  to	  measure	  the	  potential	  economic	  impact	  of	  the	  Cincinnati	  
Metropolitan	  Area	  on	  the	  Ronald	  McDonald	  House	  is	  to	  look	  at	  personal	  income.	  
Starting	  in	  2008,	  there	  was	  a	  decrease	  in	  per	  capita	  personal	  income	  in	  Metropolitan	  
Cincinnati	  (Bureau	  of	  Labor	  &	  Statistics).	  	  Figure	  C	  shows	  the	  change	  in	  per	  capita	  
personal	  income	  for	  Metropolitan	  Cincinnati	  between	  2005-­‐2013.	  Per	  capita	  income	  
reached	  pre-­‐recession	  levels	  in	  2011,	  and	  have	  been	  steadily	  increasing	  ever	  since.	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Figure	  B:	  Unemployment	  Rates	  in	  Metro	  
Cincinnati	  and	  the	  United	  States	  (2005-­‐2013)	  
Obtained	  by	  the	  Bureau	  of	  Labor	  Statistics	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Figure	  C:	  Per	  Capita	  Income	  Changes	  
Metropolitan	  Cincinnati	  Area	  2005-­‐2013.	  Taken	  
from	  the	  Bureau	  of	  Labor	  Statistics	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Having	  a	  basic	  understanding	  of	  the	  Cincinnati	  Metropolitan	  area,	  its	  economy	  
and	  unemployment	  rates	  can	  be	  beneficial	  when	  looking	  into	  budgetary	  changes	  at	  
the	  Ronald	  McDonald	  House	  in	  Greater	  Cincinnati.	  A	  non-­‐profit	  organization’s	  
sustainability	  is	  somewhat	  dependent	  on	  the	  economic	  factors	  in	  its	  city	  and	  financial	  
well	  being	  of	  its	  donors.	  
Background	  –	  Cincinnati	  Ronald	  McDonald	  House	  Demographics	  	  
	   The	  Ronald	  McDonald	  House	  Charities	  of	  Greater	  Cincinnati	  is	  one	  of	  the	  
largest	  Houses	  in	  the	  world,	  with	  78	  guest	  family	  rooms	  that	  are	  filled	  each	  day.	  In	  
2009,	  the	  House	  completed	  an	  expansion	  that	  nearly	  doubled	  its	  capacity.	  This	  
expansion	  was	  funded	  by	  Cincinnati	  Children’s	  Hospital.	  While	  a	  guest	  at	  the	  Ronald	  
McDonald	  House,	  families	  have	  a	  private	  room,	  bathroom,	  free	  meals,	  and	  access	  to	  
many	  amenities	  like	  a	  library,	  meditation	  room	  and	  exercise	  room	  (Ronald	  McDonald	  
House	  Charities	  of	  Greater	  Cincinnati,	  2015).	  Although	  it	  costs	  $99	  for	  a	  guest	  family	  
to	  stay	  at	  the	  House	  each	  night,	  management	  only	  asks	  families	  to	  give	  an	  optional	  
$25	  per	  night	  for	  their	  stay.	  	  (Ronald	  McDonald	  House	  Charities	  of	  Greater	  Cincinnati,	  
2015).	  The	  House	  does	  not	  rely	  on	  revenue	  from	  programs	  to	  support	  a	  majority	  of	  
its	  expenses.	  Instead,	  a	  majority	  of	  revenues	  are	  received	  from	  individual	  
contributions	  and	  foundation/corporate	  support.	  The	  McDonalds	  Corporation	  is	  one	  
of	  the	  House’s	  greatest	  corporate	  partners,	  and	  provides	  annual	  support	  and	  in-­‐kind	  
donations.	  It	  is	  also	  important	  to	  note	  that	  the	  House	  does	  not	  receive	  revenue	  
support	  from	  the	  United	  Way	  or	  the	  government.	  	  
	   In	  2013,	  the	  Ronald	  McDonald	  House	  had	  41	  employees.	  However,	  the	  House	  
relies	  on	  nearly	  15,000	  volunteers	  annually	  to	  keep	  the	  House	  running.	  Volunteers	  
provide	  meals	  to	  guest	  families,	  thoroughly	  clean	  each	  guest	  room	  after	  a	  family	  has	  
checked	  out,	  staff	  the	  front	  desk,	  and	  serve	  as	  the	  first	  line	  of	  communication	  for	  
guest	  families.	  Volunteers	  are	  crucial	  to	  the	  everyday	  operations	  at	  the	  Ronald	  
McDonald	  House	  in	  Greater	  Cincinnati.	  The	  House	  is	  able	  to	  keep	  administrative	  costs	  
low	  and	  spend	  more	  of	  its	  resources	  on	  its	  programs	  as	  a	  result	  of	  volunteer	  levels.	  	  
	   Just	  looking	  at	  data	  from	  2013,	  the	  Cincinnati	  House	  meets	  many	  of	  the	  criteria	  
laid	  out	  by	  the	  Better	  Business	  Bureau.	  Program	  expenses	  account	  for	  70%	  of	  total	  
operating	  expenses,	  (65%	  as	  the	  minimum	  amount),	  and	  fundraising	  expenses	  only	  
account	  for	  13%	  of	  total	  expenses,	  (35%	  maximum	  expenses)	  (Ronald	  McDonald	  
House	  Charities	  of	  Greater	  Cincinnati,	  2013).	  	  In	  fact,	  the	  Ronald	  McDonald	  House	  met	  
both	  of	  these	  standards	  for	  all	  years	  I	  examined,	  (2008-­‐2013),	  with	  the	  exception	  of	  
one	  year.	  In	  2008,	  the	  Cincinnati	  House	  only	  spent	  59%	  on	  program	  expenses	  instead	  
of	  the	  benchmark	  65%.	  Just	  looking	  at	  Better	  Business	  Bureau	  standards,	  however,	  is	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relatively	  superficial.	  To	  get	  a	  deeper	  understanding	  of	  the	  Ronald	  McDonald	  House’s	  
finances,	  the	  next	  section	  illustrates	  results	  from	  the	  financial	  ratio	  analyses	  I	  
completed.	  
Financial	  Ratio	  Analysis	  –	  Ronald	  McDonald	  House	  of	  Greater	  Cincinnati	  	  
	   The	  first	  comparison	  analysis	  I	  completed	  looked	  at	  trends	  in	  just	  the	  Ronald	  
McDonald	  House	  in	  Cincinnati.	  Figure	  D	  shows	  the	  total	  revenues	  and	  expenses	  for	  
the	  Cincinnati	  House	  from	  2004-­‐2013.	  There	  have	  been	  many	  internal	  changes	  in	  the	  
structure	  of	  the	  House	  recently.	  In	  2007,	  Cincinnati	  Children’s	  Hospital	  provided	  $11	  
million	  in	  financial	  support	  to	  the	  Ronald	  McDonald	  House.	  This	  is	  reflected	  in	  the	  
sharp	  increase	  in	  revenues	  shown	  in	  Figure	  D	  (Ronald	  McDonald	  House	  of	  Greater	  
Cincinnati,	  2008).	  A	  description	  of	  how	  the	  funds	  were	  used	  is	  in	  Table	  1.	  	  
Table	  1:	  Ronald	  McDonald	  House	  of	  Greater	  Cincinnati	  2007	  Donation	  from	  
Cincinnati	  Children’s	  Hospital	  
Donation	  Amount	   Use	  
$4,030,000	   Pay	  off	  existing	  debt	  	  
$6,970,000	   Provide	  construction	  costs	  for	  House	  
expansion.	  (Added	  30	  guest	  rooms	  and	  
increased	  parking)	  
	  
	   In	  spring	  of	  2009,	  the	  Ronald	  McDonald	  House	  completed	  its	  expansion,	  
adding	  a	  30-­‐room	  West	  Wing	  to	  the	  facility,	  resulting	  in	  78	  total	  rooms.	  This	  major	  
change	  in	  the	  House’s	  capacity	  greatly	  influenced	  its	  budget	  and	  is	  reflected	  in	  the	  
financial	  ratio	  analyses.	  Figure	  E	  illustrates	  the	  changes	  in	  net	  revenue	  (operating	  
surplus)	  for	  the	  Cincinnati	  House	  from	  2004-­‐2013.	  	  
	  
	  
	  
	  
	  
	  
	  
	   	  
	   In	  2009,	  the	  House	  lost	  just	  over	  $150,000	  in	  net	  revenue.	  This	  was	  the	  only	  
year	  that	  net	  revenues	  were	  negative.	  There	  are	  many	  reasons	  why	  this	  could	  have	  
happened.	  It	  is	  possible	  that	  the	  external	  environment	  created	  by	  the	  Great	  Recession	  
was	  a	  factor.	  However,	  the	  expansion	  could	  have	  also	  impacted	  the	  House’s	  budget,	  as	  
the	  costs	  for	  maintaining	  30	  additional	  rooms	  were	  added	  to	  operating	  expenses.	  The	  
House,	  with	  the	  support	  of	  Cincinnati	  Children’s	  Hospital	  was	  able	  to	  pay	  for	  the	  cost	  
to	  expand,	  but	  was	  not	  able,	  during	  the	  first	  year,	  to	  pay	  for	  the	  operating	  costs	  to	  
maintain	  the	  expansion.	  However,	  net	  revenues	  for	  each	  year	  after	  2009	  have	  been	  
positive.	  The	  House	  paid	  all	  operating	  expenses	  for	  its	  78	  rooms	  and	  still	  increased	  
revenues.	  	  
	   Please	  note	  that	  the	  House	  splits	  costs	  between	  Program	  Service	  Expenses	  and	  
Management	  &	  General	  Expenses	  in	  the	  990	  form.	  It	  is	  difficult	  to	  discern	  exactly	  how	  
operating	  expenses	  changed	  with	  the	  expansion	  since	  the	  990	  form	  does	  not	  have	  a	  
category	  simply	  for	  this	  expense	  type.	  While	  we	  cannot	  examine	  how	  expenditures	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  Cincinnati	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Net	  Revenues	  
have	  changed,	  we	  know	  from	  a	  liquidity	  perspective,	  discussed	  in	  the	  Solvency	  Ratio	  
section,	  that	  the	  liquidity	  needs	  of	  the	  Cincinnati	  House	  are	  sufficient.	  
Percentage	  of	  Revenues	  –	  Cincinnati	  House	  
	   One	  way	  to	  measure	  stability	  in	  a	  non-­‐profit	  organization	  is	  to	  evaluate	  how	  
the	  organization	  diversifies	  its	  revenue	  sources.	  I	  looked	  at	  revenue	  from	  individual	  
contributions	  and	  grants,	  special	  events	  and	  program	  fees.	  The	  distribution	  of	  
revenues	  at	  the	  Cincinnati	  House	  is	  shown	  in	  Figure	  F.	  	  
	   	  Individual	  contributions	  and	  grants	  account	  for	  the	  most	  revenue	  at	  the	  
House	  in	  Cincinnati.	  During	  the	  recession	  and	  following,	  the	  amount	  of	  revenue	  
obtained	  from	  individuals	  and	  grants	  was	  consistently	  decreasing.	  A	  secondary	  
source	  of	  revenue	  I	  evaluated	  is	  special	  events.	  Special	  events	  revenue	  at	  the	  
Cincinnati	  House,	  which	  includes	  a	  golf	  outing	  and	  gala	  event,	  has	  been	  increasing	  in	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*	  Please	  note:	  in	  2008,	  Revenues	  appear	  to	  be	  over	  100%	  because	  total	  revenues	  
from	  contributions	  and	  grants	  exceeded	  that	  of	  total	  net	  revenue	  for	  the	  House	  in	  
that	  year.	  There	  were	  excessive	  losses	  in	  other	  revenue	  sources.	  	  
*	  Not	  all	  totals	  add	  to	  100%,	  as	  the	  House	  got	  revenue	  from	  other	  sources	  not	  used	  in	  
my	  analysis.	  	  
recent	  years.	  In	  2013,	  special	  events	  accounted	  for	  15	  percent	  of	  net	  revenues.	  This	  
shows	  that	  the	  House	  was	  successful	  in	  relying	  on	  special	  events	  for	  a	  portion	  of	  its	  
revenues.	  
	   By	  looking	  just	  at	  the	  numbers,	  program	  fees	  revenue	  at	  the	  Ronald	  McDonald	  
House	  is	  consistently	  low.	  While	  this	  may	  be	  a	  red	  flag	  for	  a	  business,	  a	  non-­‐profit	  
organization	  operates	  differently.	  It	  makes	  sense	  that	  program	  fees	  are	  not	  a	  
substantial	  source	  of	  revenue	  for	  the	  Cincinnati	  House,	  since	  families	  are	  only	  asked	  
to	  donate	  an	  optional	  $25	  per	  night.	  This	  is	  done	  so	  each	  family,	  regardless	  of	  
financial	  status,	  can	  benefit	  from	  the	  Ronald	  McDonald	  House.	  The	  Cincinnati	  Ronald	  
McDonald	  House	  does	  not	  want	  guest	  families,	  the	  recipients	  of	  its	  services,	  to	  bear	  
the	  burden	  of	  providing	  contributions	  for	  their	  stay.	  The	  small	  revenue	  share	  from	  
fees	  is	  consistent	  with	  the	  House’s	  mission,	  but	  requires	  careful	  management	  of	  other	  
revenue	  sources.	  
Percentage	  of	  Revenue	  by	  Source	  –	  Comparison	  to	  other	  Ronald	  McDonald	  
Houses	  
	   Just	  looking	  at	  historical	  trends	  for	  the	  Ronald	  McDonald	  House	  in	  Cincinnati	  
is	  important,	  but	  it	  does	  not	  show	  how	  its	  practices	  compare	  to	  other	  organizations.	  
Financial	  ratio	  analysis	  is	  meant	  to	  establish	  a	  benchmark	  so	  similar	  non-­‐profits	  can	  
be	  compared.	  This	  can	  show	  whether	  or	  not	  budgetary	  decisions	  the	  Cincinnati	  House	  
made	  were	  successful	  when	  compared	  to	  others.	  The	  first	  area	  I	  compared	  was	  
percentage	  of	  revenue	  that	  came	  from	  contributions	  and	  grants.	  Figure	  G	  shows	  this	  
trend	  across	  the	  five	  Ronald	  McDonald	  Houses	  starting	  in	  2008.	  
	   	  
	  
	  	  
The	  Ronald	  McDonald	  House	  in	  Cincinnati,	  depicted	  in	  the	  yellow-­‐highlighted	  
blue	  line,	  has	  one	  of	  the	  lowest	  percentages	  of	  overall	  donations	  from	  contributions	  
and	  grants.	  This,	  however,	  points	  to	  a	  higher	  level	  of	  revenue	  diversification.	  This	  
means	  that	  the	  organization	  overall	  is	  more	  stable,	  which	  is	  beneficial	  during	  an	  
economic	  downturn.	  The	  Central	  Ohio	  Ronald	  McDonald	  House,	  by	  comparison,	  has	  
greatly	  increased	  its	  percentage	  of	  revenues	  from	  contributions	  and	  grants,	  until	  it	  is	  
at	  nearly	  100%.	  This	  lack	  of	  diversity	  could	  potentially	  lead	  to	  financial	  problems	  in	  
the	  future.	  	  
	   Special	  events	  revenue	  showed	  great	  contrast	  between	  Ronald	  McDonald	  
Houses.	  Results	  are	  shown	  in	  Figure	  H.	  The	  Greater	  Cincinnati	  House,	  again	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Figure	  G:	  Percentage	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  Grants	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*	  Please	  note:	  in	  2008,	  at	  the	  Cincinnati	  House	  and	  in	  2009	  at	  the	  Cleveland	  House,	  
revenues	  appear	  to	  be	  over	  100%	  because	  total	  revenues	  from	  contributions	  and	  
grants	  exceeded	  that	  of	  total	  net	  revenue	  for	  the	  House	  in	  those	  years.	  There	  were	  
excessive	  losses	  in	  other	  revenue	  sources.	  	  
	  
highlighted	  in	  yellow,	  shows	  consistent	  positive	  net	  revenues	  in	  special	  events	  
fundraising.	  The	  House	  was	  able	  to	  effectively	  manage	  its	  expenses	  when	  fundraising,	  
and	  still	  end	  with	  positive	  revenues.	  The	  greatest	  contrast	  to	  this	  stability	  in	  special	  
event	  net	  revenues	  was	  in	  the	  Cleveland	  Ronald	  McDonald	  House,	  shown	  in	  green,	  
where	  special	  events	  net	  revenue	  was	  negative	  each	  year.	  This	  means	  that	  for	  every	  
year	  the	  House	  in	  Cleveland	  held	  fundraisers,	  expenses	  always	  exceeded	  net	  revenues	  
for	  the	  event.	  	  
	   Despite	  the	  seemingly	  obvious	  warning	  signal	  raised	  by	  the	  negative	  net	  
revenues	  in	  special	  events,	  this	  may	  not	  be	  the	  case.	  Special	  events	  fundraising	  is	  
meant	  to	  increase	  awareness	  to	  the	  community,	  bring	  in	  potential	  donors,	  and	  put	  a	  
spotlight	  on	  the	  organization’s	  mission.	  Many	  non-­‐profits	  find	  the	  value	  in	  these	  
intangible	  fundraising	  goals	  greater	  than	  increasing	  net	  revenues.	  Having	  negative	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Please	  note	  that	  any	  Houses	  listed	  as	  having	  negative	  revenues	  for	  special	  events	  
spent	  more	  money	  on	  the	  events	  than	  was	  raised.	  	  
	  
net	  revenues	  in	  special	  events	  fundraising	  is	  seen	  as	  secondary.	  The	  value	  of	  these	  
special	  events	  in	  recruiting	  new	  supporters,	  however,	  cannot	  be	  accurately	  measured.	  
Greater	  Cincinnati	  House	  Percentage	  of	  Expenses	  
	   Examining	  how	  a	  non-­‐profit	  spends	  its	  money	  shows	  how	  money	  is	  
distributed	  between	  its	  direct	  program	  services	  and	  other	  types	  of	  expenditures.	  For	  
this	  analysis,	  I	  looked	  at	  the	  amount	  of	  money	  that	  was	  spent	  on	  administrative	  costs	  
(salaries	  and	  benefits	  for	  staff),	  program	  fees	  and	  special	  events.	  The	  money	  that	  the	  
House	  in	  Cincinnati	  spent	  on	  these	  expenses	  is	  shown	  in	  Figure	  I.	  	  
	   Overall,	  both	  during	  and	  after	  the	  Great	  Recession,	  the	  Ronald	  McDonald	  
House	  in	  Greater	  Cincinnati	  spent	  a	  majority	  of	  its	  money	  on	  operating	  expenses	  for	  
its	  programs.	  The	  House	  put	  its	  mission	  first.	  During	  the	  recession,	  (2008-­‐2010),	  the	  
House	  increased	  its	  expenses	  on	  programs.	  This	  stands	  in	  contrast	  to	  what	  many	  	  	  	  	  
	  
	  
Please	  note	  that	  the	  author	  only	  evaluated	  the	  percentage	  of	  expenses	  by	  looking	  at	  
administrative,	  special	  events	  and	  program	  fees.	  However,	  there	  were	  other	  sources	  of	  
expenses	  I	  did	  not	  use	  for	  my	  analysis.	  Changes	  in	  990	  form	  reporting	  in	  2008	  
impacted	  the	  way	  that	  expense	  types	  were	  recorded,	  therefore	  expense	  types	  are	  not	  
consistent	  for	  all	  years.	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Figure	  I:	  Greater	  Cincinnati	  House	  
Percentage	  of	  Expenses	  from	  
Administrative	  ,	  Special	  Event	  and	  Program	  
Costs	  (2008-­‐2013)	  
Administrative	  	   Special	  Events	   Program	  
non-­‐profit	  organizations	  did	  to	  save	  on	  costs.	  According	  to	  Better	  Business	  Bureau	  
standards,	  the	  requirement	  for	  over	  65%	  of	  expenses	  being	  spent	  on	  programs	  was	  
also	  met	  for	  each	  year	  but	  2008.	  	  
	   When	  looking	  at	  administrative	  costs	  at	  the	  Greater	  Cincinnati	  House	  during	  
the	  recession	  there	  was	  more	  inconsistency.	  The	  number	  of	  staff	  employed	  at	  the	  
House	  changed.	  Table	  2	  shows	  the	  number	  of	  staff	  employed	  at	  the	  Ronald	  McDonald	  
House	  from	  2008-­‐2013.	  	  
Table	  2:	  Number	  of	  Staff	  at	  the	  Greater	  Cincinnati	  House	  2008-­‐2013	  
Retrieved	  from	  IRS	  990	  forms	  (2008-­‐2013)	  
YEAR	   2008	   2009	   2010	   2011	   2012	   2013	  
#	  STAFF	   35	   34	   32	   37	   35	   41	  
	  
	   From	  2008-­‐2010,	  during	  the	  Recession,	  it	  appears	  that	  House	  management	  
chose	  to	  reduce	  staff	  as	  a	  way	  to	  save	  on	  administrative	  costs.	  Starting	  in	  2011,	  
administrative	  costs	  started	  to	  grow	  again.	  It	  is	  unclear	  why	  in	  2012,	  the	  number	  of	  
staff	  at	  the	  House	  decreased,	  while	  administrative	  costs	  increased.	  However,	  in	  2013,	  
the	  House	  hired	  more	  employees	  than	  were	  present	  at	  the	  start	  of	  the	  recession	  in	  
2008.	  	  
The	  final	  source	  of	  expenditures,	  special	  events,	  shows	  the	  emphasis	  that	  the	  
Ronald	  McDonald	  House	  in	  Greater	  Cincinnati	  placed	  on	  fundraising.	  The	  Better	  
Business	  Bureau	  cautions	  donors	  against	  giving	  to	  non-­‐profit	  organizations	  that	  
spend	  at	  least	  35	  percent	  of	  their	  revenues	  on	  special	  events.	  The	  House	  in	  Greater	  
Cincinnati	  consistently	  spent	  around	  10	  percent	  of	  its	  revenues	  on	  special	  events	  
fundraising,	  and	  still	  had	  positive	  net	  revenues	  both	  during	  and	  after	  the	  recession.	  
Percentage	  of	  Expenses	  Spent	  by	  Source	  –	  Comparison	  Ronald	  McDonald	  
Houses	  
	   Many	  donors	  look	  specifically	  at	  ways	  that	  a	  non-­‐profit	  organization	  spends	  its	  
money	  when	  deciding	  whether	  or	  not	  to	  support	  them.	  Specifically,	  donors	  look	  at	  the	  
concentration	  of	  administrative	  costs	  versus	  program	  costs.	  I	  completed	  ratio	  
analyses	  that	  show	  how	  the	  five	  Ronald	  McDonald	  Houses	  compared	  when	  spending	  
for	  staff	  and	  spending	  on	  programs.	  Figure	  J	  shows	  administrative	  cost	  percentages.	  
During	  the	  recession	  (2008-­‐2010),	  all	  of	  the	  Houses,	  with	  the	  exception	  of	  the	  
location	  in	  Cleveland,	  reduced	  their	  total	  administrative	  costs	  to	  an	  extent.	  This	  is	  
expected,	  as	  many	  non-­‐profit	  organizations	  look	  first	  to	  trim	  administrative	  costs	  in	  	  
	  
	  
0.00%	  
20.00%	  
40.00%	  
60.00%	  
2008	   2009	   2010	   2011	   2012	   2013	  
Figure	  J:	  Percentage	  of	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It	  appears	  that	  the	  Central	  Ohio	  Ronald	  McDonald	  House	  in	  Columbus	  has	  no	  
administrative	  or	  staff	  costs,	  and	  this	  is	  very	  unlikely	  or	  unusual.	  Therefore,	  the	  
interpretation	  of	  those	  data	  points	  as	  a	  benchmark	  to	  Cincinnati	  should	  be	  
cautioned.	  
the	  face	  of	  an	  economic	  downturn.	  Also,	  the	  trend	  shows	  that	  most	  of	  the	  Houses	  
spent	  between	  35%	  and	  50%	  of	  their	  revenues	  on	  administrative	  costs.	  The	  
Cincinnati	  House	  falls	  within	  this	  range.	  	  
	   Mission	  statements	  drive	  the	  actions	  of	  each	  non-­‐profit	  organization.	  The	  
mission	  of	  the	  Ronald	  McDonald	  House	  is	  to	  provide	  a	  “home	  away	  from	  home”	  
experience	  for	  entire	  families,	  while	  their	  children	  are	  facing	  serious	  medical	  issues.	  
Therefore,	  the	  costs	  attributed	  directly	  to	  programs	  are	  deemed	  the	  most	  important.	  
In	  2008,	  when	  the	  IRS	  re-­‐structured	  the	  990	  form,	  this	  included	  the	  way	  that	  program	  
expenses	  would	  be	  reported.	  There	  is	  no	  specific	  line-­‐item	  in	  the	  990	  that	  asks	  for	  
administrative	  operating	  expenses	  and	  program	  operating	  expenses	  separately.	  
Therefore,	  program	  costs	  include	  costs	  from	  both	  administrative	  costs	  and	  operating	  
expenses.	  Results	  are	  shown	  in	  Figure	  K.	  During	  the	  recession,	  three	  of	  five	  of	  the	  
Houses	  increased	  or	  maintained	  existing	  program	  expenses.	  The	  Houses	  in	  Cleveland	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Figure	  K:	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and	  Louisville	  were	  more	  inconsistent	  in	  their	  program	  service	  spending.	  
	  	   As	  a	  whole,	  all	  of	  the	  Ronald	  McDonald	  Houses	  I	  evaluated	  spent	  consistently	  
around	  65%	  of	  their	  total	  revenues	  on	  program	  services.	  This	  falls	  into	  the	  acceptable	  
range	  of	  program	  service	  expenditures	  that	  were	  laid	  out	  by	  the	  Better	  Business	  
Bureau.	  This	  consistency	  in	  program	  spending,	  especially	  during	  recession,	  shows	  
that	  the	  Ronald	  McDonald	  House	  strives	  to	  put	  its	  guest	  families	  first	  and	  will	  not	  
readily	  reduce	  costs	  spent	  on	  its	  programs.	  	  
Solvency	  Ratios	  –	  Comparison	  Ronald	  McDonald	  Houses	  
	   The	  financial	  ratio	  analyses	  conducted	  above	  are	  micro-­‐level	  examinations	  of	  
the	  House’s	  budget,	  showing	  how	  money	  is	  distributed	  between	  revenue	  and	  expense	  
sources.	  Solvency	  ratios,	  on	  the	  other	  hand,	  are	  a	  macro-­‐level	  budgetary	  analysis	  that	  
can	  show	  whether	  a	  non-­‐profit	  structured	  its	  budget	  to	  be	  viable	  in	  the	  short	  or	  long-­‐
term.	  The	  first	  ratio	  I	  analyzed	  was	  profit	  margin.	  This	  ratio	  shows	  the	  amount	  of	  
operating	  surplus	  or	  net	  revenue	  each	  non-­‐profit	  accumulated	  in	  one	  year	  as	  a	  
percentage	  of	  total	  revenues.	  This	  ratio	  could	  reflect	  a	  staff	  decision	  to	  save	  additional	  
revenues	  as	  a	  way	  to	  prepare	  for	  an	  unforeseen	  economic	  or	  financial	  shock.	  The	  
inconsistencies	  in	  each	  House,	  shown	  in	  Figure	  L,	  could	  show	  differing	  values	  that	  are	  
placed	  on	  having	  excessive	  revenues	  saved	  each	  year,	  rather	  than	  being	  spent	  on	  
program	  services.	  	  	  
	   	  
	   During	  the	  Recession,	  at	  some	  point,	  all	  of	  the	  Ronald	  McDonald	  Houses	  
showed	  a	  negative	  change	  in	  their	  profit	  margins.	  This	  is	  to	  be	  expected,	  as	  many	  non-­‐
profits	  adapted	  to	  a	  changing	  environment	  due	  to	  the	  economic	  downturn.	  The	  years	  
following	  the	  Great	  Recession	  show	  budgetary	  trends	  for	  each	  Ronald	  McDonald	  
House.	  The	  Cincinnati	  House,	  highlighted	  in	  yellow,	  chose	  to	  consistently	  increase	  its	  
profit	  margins	  for	  each	  year	  after	  2009.	  Consistencies	  in	  profit	  margin	  amounts	  could	  
reflect	  a	  long-­‐term	  planning	  strategy	  that	  Ronald	  McDonald	  staff	  has	  to	  save	  money	  
for	  the	  future.	  	  
	   The	  second	  ratio	  I	  examined	  looks	  at	  liquidity.	  Liquidity	  ratios	  show	  the	  ability	  
that	  an	  organization	  has	  to	  cover	  short-­‐term	  debts	  with	  cash	  or	  very	  liquid	  assets.	  
The	  liquidity	  ratio	  is	  very	  important,	  especially	  during	  an	  economic	  downturn,	  when	  
non-­‐profit	  budgets	  are	  adversely	  affected.	  A	  non-­‐profit’s	  ability	  to	  pay	  off	  its	  debts	  
while	  still	  funding	  its	  operations	  shows	  that	  its	  budget	  has	  been	  well-­‐structured	  for	  
the	  future.	  On	  the	  other	  hand,	  a	  non-­‐profit	  with	  a	  low	  liquidity	  ratio	  could	  be	  a	  red	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flag,	  as	  it	  shows	  that	  the	  organization	  could	  have	  difficulty	  in	  managing	  its	  current	  
operations	  and	  paying	  necessary	  debts	  for	  the	  year.	  Figure	  M	  shows	  liquidity	  ratios	  
for	  the	  five	  Ronald	  McDonald	  Houses.	  	  
	   There	  are	  not	  many	  overall	  trends	  in	  liquidity	  ratios	  at	  the	  five	  Ronald	  
McDonald	  Houses	  that	  can	  be	  evaluated.	  During	  the	  recession,	  overall,	  there	  was	  a	  
general	  decrease	  in	  liquidity,	  but	  this	  is	  due	  to	  different	  reasons.	  The	  Cincinnati	  
House,	  highlighted	  in	  yellow,	  had	  the	  sharpest	  decline	  in	  liquidity	  between	  2008	  and	  
2009,	  but	  this	  is	  not	  a	  red	  flag.	  During	  this	  time,	  the	  House	  used	  additional	  revenues	  
from	  Cincinnati	  Children’s	  Hospital	  to	  fund	  the	  30-­‐room	  expansion.	  However,	  after	  
the	  recession,	  starting	  in	  2010,	  the	  Cincinnati	  House	  increased	  its	  liquidity	  every	  year.	  
This	  shows	  that	  the	  Cincinnati	  House	  is	  able	  to	  continue	  its	  existing	  program	  services	  
while	  also	  paying	  off	  its	  short-­‐term	  debts.	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   This	  reflects	  positively	  on	  the	  budget	  structure	  of	  the	  Cincinnati	  House.	  While	  
Children’s	  Hospital	  funded	  the	  cost	  of	  construction	  for	  the	  expansion,	  the	  House	  was	  
responsible	  for	  paying	  the	  additional	  program	  and	  administrative	  costs	  that	  came	  
with	  the	  opening	  of	  the	  new	  wing.	  Liquidity	  ratios	  can	  show	  how	  effectively	  a	  non-­‐
profit	  organization	  managed	  its	  budget	  to	  prepare	  for	  a	  major	  change,	  like	  a	  capital	  
expansion.	  The	  Cincinnati	  House,	  after	  opening	  the	  West	  Wing,	  was	  able	  to	  pay	  its	  
increased	  operating	  expenses,	  while	  also	  paying	  short-­‐term	  debts.	  The	  House	  had	  
available	  sources	  of	  cash	  to	  maintain	  or	  improve	  liquidity.	  This	  is	  evidenced	  from	  the	  
increasing	  liquidity	  rates	  at	  the	  House	  since	  the	  West	  Wing	  opened	  in	  2009.	  	  
	   Steadily	  decreasing	  liquidity	  ratios	  at	  the	  Cincinnati	  House	  following	  the	  
expansion	  could	  be	  a	  red	  flag.	  This	  could	  have	  indicated	  that	  the	  House	  was	  not	  able	  
to	  handle	  expenses	  from	  the	  West	  Wing	  expansion,	  and	  also	  pay	  its	  bills.`	  
	   Figure	  N	  shows	  how	  the	  comparison	  Ronald	  McDonald	  Houses	  control	  
unrestricted	  net	  assets.	  From	  the	  results	  in	  the	  figure,	  the	  Cincinnati	  House,	  
highlighted	  in	  yellow,	  consistently	  has	  the	  highest	  levels	  of	  unrestricted	  net	  assets	  in	  
its	  budget.	  This	  is	  indicative	  of	  a	  management	  decision	  by	  Board	  and	  staff	  at	  the	  
House.	  Managers	  have	  chosen	  to	  keep,	  on	  average,	  $8	  in	  assets	  for	  every	  $1	  of	  annual	  
expenses	  in	  its	  budget.	  This	  shows	  a	  direct	  effort	  by	  non-­‐profit	  managers	  to	  plan	  for	  
the	  future.	  The	  high	  levels	  of	  unrestricted	  net	  assets	  at	  the	  House	  could	  show	  that	  
management	  has	  chosen	  to	  keep	  a	  “rainy	  day	  fund”	  in	  current	  assets.	  This	  could	  
potentially	  protect	  against	  volatility	  in	  fluctuation	  of	  revenues	  that	  may	  force	  cuts	  in	  
program	  service	  offerings.	  While	  the	  990	  cannot	  officially	  determine	  the	  presence	  of	  a	  
rainy	  day	  fund,	  the	  unrestricted	  net	  assets	  level	  could	  be	  reflective	  of	  such	  a	  fund	  
being	  present.	  	  
	   	  	  
	   The	  question	  to	  raise	  in	  this	  instance	  is	  whether	  or	  not	  the	  Ronald	  McDonald	  
House	  in	  Greater	  Cincinnati	  has	  too	  high	  a	  level	  of	  unrestricted	  net	  assets.	  Currently,	  
the	  House	  is	  able	  to	  meet	  all	  of	  its	  current	  debts	  and	  still	  provide	  program	  services	  to	  
guest	  families.	  Determining	  whether	  or	  not	  a	  non-­‐profit	  has	  too	  high	  or	  too	  low	  
unrestricted	  net	  assets	  is	  subjective,	  and	  cannot	  be	  determined	  just	  by	  looking	  at	  the	  
990.	  Instead,	  it	  requires	  a	  deeper	  understanding	  of	  how	  the	  organization	  has	  chosen	  
to	  structure	  its	  budget	  to	  be	  successful	  short-­‐term	  and	  long-­‐term.	  	  
Conclusion	  
	   When	  answering	  my	  research	  questions,	  “Was	  the	  Ronald	  McDonald	  House	  in	  
Greater	  Cincinnati	  financially	  viable	  during	  the	  Great	  Recession,”	  I	  looked	  at	  four	  
different	  criteria:	  Better	  Business	  Bureau	  (BBB)	  Standards,	  percentage	  of	  revenues,	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percentage	  of	  expenses,	  and	  solvency	  measures.	  After	  my	  financial	  ratio	  analysis,	  my	  
conclusion	  is	  that	  the	  House	  was	  financially	  viable	  during	  the	  recession.	  On	  the	  most	  
superficial	  level,	  the	  Cincinnati	  House	  met	  BBB	  standards,	  meaning	  that	  the	  Ronald	  
McDonald	  House	  was	  viewed	  as	  a	  worthy	  non-­‐profit	  to	  support.	  When	  looking	  at	  
financial	  ratios,	  the	  House	  was	  successful	  in	  diversifying	  revenues,	  which	  points	  to	  
great	  stability.	  By	  balancing	  total	  revenues	  between	  different	  sources,	  this	  protects	  
against	  an	  external	  financial	  shock.	  The	  House	  also	  consistently	  put	  its	  mission	  first,	  
even	  during	  the	  recession.	  The	  expense	  concentration	  ratios	  I	  evaluated	  showed	  that	  
during	  the	  recession,	  the	  House	  did	  not	  cut	  its	  support	  to	  program	  services,	  and	  
instead,	  temporarily	  reduced	  staff.	  	  
	   Finally,	  when	  looking	  at	  overall	  macro-­‐level	  financial	  measures,	  the	  House	  was	  
consistent.	  Profit	  margins	  in	  the	  budget	  were	  consistent,	  liquidity	  increased	  each	  year	  
after	  the	  House’s	  expansion	  in	  2009,	  and	  unrestricted	  net	  assets	  were	  increased	  each	  
year	  as	  well.	  These	  macro-­‐level	  examinations	  show	  that	  non-­‐profit	  managers	  at	  the	  
House	  were	  taking	  deliberate	  steps	  to	  save	  money	  in	  case	  another	  major	  economic	  
downturn	  were	  to	  occur.	  This	  also	  showed	  how	  the	  House’s	  budget	  was	  structured	  to	  
accommodate	  for	  its	  30-­‐room	  expansion	  in	  2009.	  After	  the	  expansion,	  the	  Cincinnati	  
House	  was	  able	  to	  handle	  the	  additional	  program	  and	  administrative	  costs	  of	  
managing	  the	  new	  West	  Wing	  and	  also	  was	  able	  to	  pay	  its	  short-­‐term	  debts	  during	  
this	  time.	  This	  was	  evidenced	  in	  increasing	  liquidity	  following	  2009.	  After	  the	  West	  
Wing	  opened,	  the	  House	  also	  did	  not	  increase	  its	  program	  fees	  for	  guest	  families	  as	  a	  
way	  to	  make	  up	  for	  increased	  operating	  costs.	  Instead,	  the	  House	  was	  able	  to	  
effectively	  manage	  increased	  costs	  by	  relying	  on	  other	  revenue	  sources.	  The	  results	  
from	  the	  liquidity	  ratio	  show	  that	  the	  House	  was	  effective	  in	  managing	  its	  budget	  
after	  the	  capital	  expansion,	  with	  only	  one	  year,	  2009,	  of	  negative	  net	  revenues,	  and	  
remain	  financially	  stable	  in	  subsequent	  years.	  
	   When	  looking	  at	  data	  from	  the	  comparison	  Ronald	  McDonald	  Houses,	  the	  
Cincinnati	  House	  was	  very	  successful	  in	  increasing	  net	  revenues	  for	  special	  events,	  
and	  was	  relatively	  consistent	  in	  costs	  spent	  on	  program	  serves	  and	  administrative	  
costs.	  Across	  the	  board,	  the	  Houses	  were	  consistent	  in	  spending	  for	  its	  programs,	  
showing	  that	  the	  mission	  is	  of	  utmost	  importance.	  The	  comparison	  houses	  also	  all	  
consistently	  fell	  within	  the	  standards	  upheld	  by	  the	  Better	  Business	  Bureau	  when	  it	  
came	  to	  program	  spending,	  being	  at	  a	  minimum	  of	  65%.	  	  
Suggestions	  for	  Future	  Research	  
	   For	  future	  research,	  the	  Ronald	  McDonald	  House	  of	  Cincinnati	  could	  further	  
examine	  the	  impact	  the	  West	  Wing	  expansion	  had	  on	  the	  donor	  base	  at	  the	  House.	  
When	  the	  West	  Wing	  opened	  in	  2009,	  did	  individual	  donations	  at	  the	  House	  increase	  
as	  a	  result?	  Were	  donors	  motivated	  to	  give	  to	  support	  additional	  costs	  from	  the	  
expansion?	  	  
	   The	  micro-­‐level	  analysis	  I	  completed	  of	  the	  Ronald	  McDonald	  House	  can	  also	  
be	  replicated	  in	  different	  types	  and	  sizes	  of	  non-­‐profit	  organizations	  to	  show	  trends	  
in	  spending	  and	  fiscal	  responsibility.	  For	  further	  research,	  it	  would	  be	  beneficial	  to	  
look	  at	  non-­‐profits	  with	  much	  smaller	  budgets,	  under	  $1	  million	  in	  revenues,	  to	  
evaluate	  financial	  risk	  during	  the	  recession.	  This	  can	  show	  how	  organizations	  with	  
fewer	  resources	  responded	  to	  the	  economic	  downturn.	  As	  the	  United	  States	  is	  
recovering	  from	  the	  Great	  Recession,	  it	  is	  important	  to	  see	  how	  the	  non-­‐profit	  sector,	  
through	  micro-­‐level	  analyses,	  responded	  to	  financial	  challenges.	  This,	  in	  turn,	  can	  be	  
used	  to	  assist	  with	  budgetary	  planning	  for	  future	  economic	  downturns	  in	  the	  United	  
States.	  
Caveats	  
	   It	  is	  not	  possible	  to	  fully	  discern	  the	  financial	  health	  of	  a	  non-­‐profit	  
organization	  simply	  by	  looking	  at	  its	  finances.	  Financial	  ratio	  analysis,	  adapted	  from	  
the	  for-­‐profit	  sector,	  does	  not	  tell	  the	  whole	  story	  of	  non-­‐profit	  motivations	  for	  giving.	  
First	  and	  foremost,	  non-­‐profit	  organizations	  are	  about	  spreading	  the	  mission	  and	  
increasing	  awareness.	  Therefore,	  high	  spending	  costs	  in	  marketing	  or	  fundraising,	  for	  
example,	  may	  not	  be	  viewed	  as	  warning	  signals.	  Another	  caveat	  to	  my	  research	  is	  
from	  the	  990	  form.	  My	  research	  was	  somewhat	  limited	  due	  to	  the	  IRS-­‐mandated	  
changes	  in	  organizing	  the	  990	  in	  2008.	  	  
	   Finally,	  my	  analysis	  into	  revenue	  concentrations	  does	  not	  look	  at	  all	  revenue	  
sources	  for	  the	  Ronald	  McDonald	  House.	  Investment	  income	  for	  the	  Cincinnati	  House	  
has	  been	  increasing.	  I	  chose	  not	  to	  use	  investment	  income	  data	  in	  my	  research	  
because	  the	  nature	  of	  investment	  income	  is	  complex,	  and	  unique	  to	  each	  non-­‐profit	  
organization.	  Without	  further	  analysis	  of	  data	  beyond	  the	  990,	  it	  would	  not	  be	  useful	  
for	  the	  purposes	  of	  my	  analysis.	  For	  my	  research,	  I	  wanted	  to	  look	  at	  budgetary	  
factors	  that	  staff	  and	  Board	  members	  at	  the	  House	  could	  control.	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APPENDIX 
All	  data	  for	  financial	  ratios	  was	  taken	  from	  Ronald	  McDonald	  House	  IRS	  990	  forms.	  	  
 
 
 
 
 
 
 
